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DETAILED ACTION 

1 . This communication is in response to submitted amendment filed 1/10/07. The 
supplemental amendment was filed after telephone interview with Ex. Alpert during the 
first week of January 2007. 

Change of Examiner Assignment 

2. The applicant should note that the application has been assigned to Examiner Jagdish 
Patel, AU 3693. 

Status of the Application 

3. Claims 7-10, 27-30, 45-48, 71-78, 85-88 are currently pending. 

Response to Arguments 

4. Applicant's arguments with respect to claims have been considered but are moot in view 
of the new ground(s) of rejections. 

Claim Rejections - 35 USC §101 

5. 35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of matter, or 
any new and useful improvement thereof, may obtain a patent therefor, subject to the conditions and 
requirements of this title. 

6. Claims 71-78 and 85-88 are rejected under 35 U.S.C. 101 because the claimed invention 
is directed to a non-statutory subject matter because the instant claims do not meet this standard 
of a statutory definition of a process claim. 
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Claims 71-78 recites directing a first, a second, a third portion of interest cash flows to 
respective securities and directing a variable cash flow from the interest rate derivative to the 
float-rate security. The claims fail to produce useful, concrete and tangible result since there is 
the portions of the interest cash flows are not stated with any defined, specific (and therefore 
"concrete") standard. The claims furthermore, fail to produce any resuh in conjunction with and 
a result of the directing steps of the claim. In other words, the process recited in the claim(s) do 
not meet the statutory definition of a process. The Court has held that the "transformation and 
reduction of an article to a different state or thing" is the clue to the patentability of a process 
claim, that does not include particular machines. State Street Bank & Trust Co. v. Signature 
Financial Group, 149 F.3d 1368 (Fed. Cir. Jul. 23, 1998). 

Therefore, it is concluded that the subject claims are not directed to a statutory subject 
matter under 35 USC 101 since (i) they are not patentable as process claims and (ii) they do not 
produce useful concrete, tangible and tangible resuh. 

Claims 85-88 recite a system which recite underlying process steps of receiving a 
principal cash flow, receiving a first interest cash flow, receiving a second interest cash flow 
from the mortgage assets and receiving the variable derivative cash flow from the interest rate 
derivative. Applying the analysis presented for claims 71-78, claims 85-88 do not meet the 
criteria set forth for a statutory process claim. 

Claim Rejections - 35 USC § 112 
1. The following is a quotation of the second paragraph of 35 U.S.C. 112: 

The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the 
subject matter which the applicant regards as his invention. 
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8. Claims 7-10, 27-30 and 45-48 are rejected under 35 U.S.G. 1 12, second paragraph, as 
being indefinite for failing to particularly point out and distinctly claim the subject matter which 
applicant regards as the invention. 

NOTE: only independent claims have been discussed. The applicant should review the 
dependent claims in view of the amendment of the independent claims warranted by the issues 
raised in this action. 

Claims 45-48 are discussed first. 

Claim 45 recites elements of a system for creating investment securities, which are 
backed by mortgage pool components. 

In a system claim one or more elements are defined with associated functionality. Only 
the functions associated with each element is given patentable weight. However, those 
limitations which are not functionally related to the element of the system (or apparatus) are not 
accorded any patentable weight. In the instant claims the phrase "to determine whether cash 
flows ..are sufficient to pay interest obligations for proposed securities that include. . .floating- 
rate class," merely state intended use of analyzing risk elements.." performed by the risk analysis 
module and only non-functionally related to the risk analysis and planning module. More 
specifically, the determination of the cash flow is recited as intended use of the analysis 
performed by the risk analysis and planning module. 

The second function of the "risk analysis and planning module" is to generate a plurality 
of plans for structuring securities that include cash flows from- selected components from the 
interest rate derivative components and mortgage pool components in combination that were 
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determined to have sufficient cash flows to service the floating-rate class and a related inverse 
floating-rate class. 

Since the "risk analysis and planning module" fails to positively recite the functionality 
of determining cash flows sufficiency as required the generating step, there is lack of positive 
antecedent basis for the limitation "cash flows from selected components from . . .in combination 
that were determined have sufficient cash flows.." in the claim. 

The examiner suggests the following revised language of the claim limitation: 

A risk and planning module that analyzes risk elements of interest rate derivative 
components and mortgage pool components, determines whether cash flows firom the interest 
rate derivative components and mortgage pool components are sufficient to pay interest 
obligations for proposed structured securities that include a floating-rate class and a related 
inverse floating-rate class. 

The claim further recites the functionality associated with the aforementioned risk and 
planning module, of generating a plurality of plans for structuring securities. However, 
generating plans for structuring securities is not necessarily indicative of the securities being 
structured and issued. Therefore, limitations generating a plurality plans and adopting a plan 
from among the plurality of plans which overcomes an artificial leverage limitation are indefinite 
because unless the limitation "plans" is more clearly specified in the context of the proposed 
securities in combinations it remains unclear how a plan overcomes an artificial leverage 
limitation. 
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Method claim 7 recites process similar to system claim 45 and contain similar 
deficiencies. The examiner strongly suggests that the method claims be amended to parallel the 
correspond system claims. 

In the present version of the claims the process recited in claim 7 as being performed by a 
processor which is adapted for the same is materially different from that performed in the 
corresponding system claim 45. As an example, the amended claim 7 recites "analyze interest- 
rate derivative component and mortgage pool components.." whereas claim 45 recites the 
corresponding limitation as "a risk analysis and planning module that analyzes risk elements of 
interest-rate derivative component and mortgage pool component. Note the underlined portion 
distinguishes the two forms of claim. The applicant is requested to exercise care in drafting 
claims so the scope of the claims having different forms (such as claims 7 and 45) remains the 
same with the exception of the implements. 

Claim 7 is indefinite because it recites system element as "one or more processor adapted 
to" which renders unclear whether the process steps performed in the claim are implemented on 
a single processor or multiple processors. If multiple processors are involved in the process how 
they are configured with respect to the process recited in the claim and how they interrelate in 
terms of their functionalities. Furthermore, even if assumed that a single processor is adapted to 
carryout all process steps recited in claim, it is unclear what structure and interfaces is being 
implemented so the stated functionality is enabled. 

Claim 7 is also indefinite because certain critical limitatiohs of the claim are only recited 
as merely "intended functions" as explained below. 
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In analyzing step... "to determine whether cash flows ..are sufficient ..to pay interest 
obligations. . should read "..and determine whether cash flows ..are sufficient ..to pay interest 
obligations...". 

In the step "generate a plan to structure the securities.." should read "structure the 
proposed securities by generating a plan..." and "thereby overcoming an artificial leverage 
limitation" (which is recited as merely expected or desirable outcome) should read "..such that an 
artificial leverage limitation is overcome". 

The "validate the plan for securities" should read "validate the plan for structuring the 
proposed securities such that under a variety of prepayment scenarios, securities issued under the 
plan will receive sufficient cash flows from ..to pay interest obligations for the securities,". 

The step administer the securities issued under the validated plan lack positive 
antecedent basis for the limitation "the securities issued.." because the claim fails to recite a step 
of issuing the securities. The claim should recite a step such as: 

"issuing the proposed securities under the validated plan,", (see claim 45 for similar 
limitation). 

Claim 27 is also indefinite because certain critical limitations of the claim are only recited 
as merely "intended functions" as explained below. 

In analyzing step... "to determine whether cash flows ..are sufficient ..to pay interest 
obligations. . ." should read "..and determining whether cash flows ..are sufficient ..to pay interest 
obligations. . .". (NOTE: the term "adequate" is subjective and more properly read "sufficienf as 
more precise term in the context of the payment). 
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In "if the cash flows are adequate, strategically allocating", the limitation "to create 
classes of investment securities" is recited as only intended function of the process step. It should 
read "and creating classes of investment securities including at least a floating rate class and an 
inverse floating-rate class...". 

The term "strategically allocating" is vague and indefinite. There is no criteria or standard 
specified in the claim that provide meaning to determine what is strategic allocation. 

The claim fails to provide any context of the limitation "that overcome an artificial 
leverage limitation". This term is not specified in context of the class of investment securities 
created in the claimed invention. One of ordinary skill in the rate cannot relate the artificial 
leverage limitation to the set of securities. It is suggested that the applicant clearly and 
specifically recite the missing relationship. 

Conclusion 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to JAGDISH PATEL whose telephone number is (571) 272-6748. 
The examiner can normally be reached on ^jiM^^jg^Sli^HB 

If attempts to reach the examiner by telephone are unsuccessfiil, the examiner's 
supervisor, KRAMER JAMES A can be reached on (571)272-6783. The fax phone number 
for the organization where this application or proceeding is assigned is 517-273-8300. 
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Information regarding the status of an application may be obtained from the Patent 
Application Information Retrieval (PAIR) system. Status information for published applications 
may be obtained from either Private PAIR or Public PAIR. Status information for unpublished 
applications is available through Private PAIR only. For more information about the PAIR 
system, see http://pair-direct.uspto.gov. Should you have questions on access to the Private PAIR 
system, contact the Electronic Business Center (EBC) at 866-217-9197 (toll-free). 




Jagdish N. Patel 
(Primary Examiner, AU 3693) 
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